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Public Health Agency of Canada 
Annual Report of the Audit Committee 

For the period October 17, 2007 to March 31, 2008 
 
 

Reflections of the Audit Committee 
 
1. The Audit Committee (AC) is an essential part of the audit regime established by 

the Public Health Agency of Canada (PHAC) under the Treasury Board Secretariat 
“Policy on Internal Audit”. 

 
2. Let us begin by introducing ourselves. All of the independent members of the Audit 

Committee have spent a considerable part of their working lives in the public 
sector.  One as a former Comptroller General of the Government of Canada and as 
the first Chief Information Officer of the Government of Canada; one as a former 
Deputy Minister of Health in both Saskatchewan and British Columbia and as a 
member of two Royal Commissions on healthcare reform; and one as the Auditor 
General of Manitoba for ten years.  And of course the Chair has devoted his career 
to improving public health in Canada.  All of us have agreed to serve on the Audit 
Committee because we believe in the value of public service and because we 
believe our life experience has taught us things that we can contribute to the 
successful operation of PHAC. 

 
3. We are in the process of creating a cohesive team committed to helping PHAC 

achieve its strategic objectives.  The prime objective of PHAC is to contribute to 
better public health outcomes in Canada and to play its part in contributing to 
improving public health on a global basis. 

 
4. The Audit Committee plays a small, but vital, role in this process.  At one level, we 

work with the Audit Services Division to advise PHAC on the operation of the 
basic processes and controls that are essential to the effective operation of any 
organization:  respect for key values and ethics, strong and effective internal 
controls and building a strong and committed team of individuals.  At another level 
the AC plans to provide advice on broad strategy and risk management, together 
with assessing the effectiveness of related programs and processes. 

 
5. Having been in place for less than five months, the AC is in no position to express 

definitive opinions.  However, we would like to take this opportunity to express 
some preliminary impressions that have informed the advice we have so far 
provided to the CPHO. 

 
6. However, it appears that they are labouring under similar constraints to those we 

have experienced in the federal government and in several provincial jurisdictions 
over many years.  There are never enough resources to enable a public sector 
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organization to maintain risks at a comfortable level.  Public sector managers are 
constantly forced to make trade offs among competing objectives and threats. 

 
7. In our experience, when elected leadership and the public service work effectively 

together, the results of government activities are enhanced.  The members of the 
AC believe that we are in a unique position to foster effective communication 
between these two facets of the Canadian system of governance.  We believe that 
with our position of objectivity, we will be able to contribute to an effective 
dialogue between the public service and elected officials. 

 
8. To the extent that we can do so, and in the process, contribute to PHAC’s goal of 

improved public health for Canadians, we believe we will have achieved the 
purpose intended by the Government of Canada when it decided to create the audit 
committee structure. 

 
Role of the Audit Committee 
 
9. The role of the Audit Committee is to ensure that the Chief Public Health Officer 

(CPHO) has independent, objective advice, guidance and assurance on PHAC’s 
control and accountability processes.  To accomplish this, the AC actively reviews 
core areas of agency control and accountability in an integrated and systematic 
way. 

 
10. The AC is chaired by the CPHO.  Three independent members, external to the 

Government of Canada, have been appointed by Treasury Board.  This report 
provides commentary on the part of the AC as a whole, together with commentary 
of the independent members separately.  Commentary which reflects the views of 
the independent members will be clearly identified as such.  This will be 
appropriate when the independent members have taken a view of an issue within 
which the CPHO is actively engaged as a member of management.  

 
Structure of Meetings 
 
11. Meetings of the AC are generally 2 days long with approximately 0.5 days assigned 

to the formal meeting chaired by the CPHO.  The rest of the meeting is informal 
and attended by the independent members of the AC.  This provides time to 
consider agenda items such as the following: 

 
• Receiving briefings on strategic and operational issues within particular functions;  
• Reviewing draft internal audit reports and management action plans in detail; and 
• Reviewing PHAC reports such as the Report on Plans and Priorities, Corporate 

Risk Profile, Departmental Performance Report and the CPHO’s annual report on 
the state of public health in Canada. 
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12. Senior executives and managers from the functional units provide these briefings 
and then participate in a discussion with the independent members of the AC.  
These briefings are essential for the independent members of the AC.  To be in a 
position to provide effective advice to the CPHO, the independent members need to 
become familiar with the operations of PHAC and to understand the challenges 
PHAC faces in achieving its mandate and strategic objectives. 

 
13. This in-depth review enables the independent members to more fully understand 

issues raised, suggest revisions and to gain an appreciation of the plans 
management has put in place to address the issues.  This facilitates the provision of 
useful advice to the Chair of the AC (CPHO) during the formal AC meeting. 

 
Assessment of Values and Ethics 
 
14. The AC is charged with reviewing, at least annually, the arrangements established 

by management to exemplify and promote public service values and to ensure 
compliance with laws, regulations, policies and standards of ethical conduct. 

 
15. In these early days of the AC program, there is little guidance presently available to 

assist the AC in making this assessment.  The AC understands that work is ongoing 
in central government to develop robust guidance to assist audit committees in 
making these assessments.  In the meantime, the AC has asked its CAE to develop 
recommendations as to how the AC might approach this aspect of its 
responsibilities in a useful and practical manner. 

 
16. Anecdotally, independent members of the committee have formed a positive 

impression of PHAC’s commitment to values and ethics. 
 
Assessment of Risk Management 
 
17. The AC is charged with reviewing, at least annually, the Corporate Risk Profile and 

PHAC risk management arrangements. 
 
18. As with the charge to review values and ethics, in these early days of the AC 

program, there is little guidance presently available to assist the AC in making this 
assessment.  The AC understands that work is ongoing in central government to 
develop robust guidance to assist audit committees in making these assessments.  In 
the meantime, the AC has asked its CAE to develop recommendations as to how 
the AC might approach this aspect of its responsibilities in a useful and practical 
manner. 

 
19. The AC has discussed risk management arrangements with a number of senior 

managers.  The AC has not yet had an opportunity to provide its views of the 
Corporate Risk Profile.  In the absence of a Chief Risk Officer and in the absence 
of an assessment of PHAC’s overall approach to risk management by the Audit 
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Services Division (ASD), the AC is in no position to form an opinion of quality of 
risk management. 

 
20. However, anecdotally, the independent members of the AC have formed the 

impression that the executives of PHAC are keenly aware of the need to manage 
risks appropriately and have taken important steps in this direction. 

 
21. The AC is aware that, in common with many public sector organizations, resource 

constraints contribute to the corporate risk profile.  These resource constraints are a 
fact of life in the public sector.  The AC is concerned that the resource constraints 
may in fact be contributing to the acceptance of a higher tolerance for risk than is 
appropriate.  However, until a Chief Risk Officer is appointed and has time to 
review the situation and advise the AC and until ASD has had an opportunity to 
evaluate the situation, the AC is not in a position to form a conclusion with respect 
to its preliminary concerns about risk management at PHAC.   

 
22. The independent members of the AC will advise the CPHO on an ad hoc basis as 

we become aware of risk management issues. 
 
Assessment of Management Control Framework 
 
23. The AC is charged with reviewing, at least annually, PHAC’s internal control 

arrangements, including the adequacy of management-led audit.  
 
24. As with the charge to review values and ethics and risk management, in these early 

days of the AC program, there is little guidance available to assist the AC in 
making this assessment.  The AC understands that work is ongoing in central 
government to develop robust guidance to assist audit committees in making these 
assessments.  In the meantime, the AC has asked its CAE to develop 
recommendations as to how the AC might approach this aspect of its 
responsibilities in a useful and practical manner. 

 
25. The independent members of the AC have become aware of a number of control 

issues during the course of first few meetings.  These issues include the need to 
organize and optimize the information technology governance framework so that 
the disparate systems inherited from Health Canada can integrated into an efficient 
and effective program.  Similarly, the need to strengthen the control framework 
over information management will present challenges for some time to come.  The 
CAE has agreed, at the request of the AC, to assess current IT Governance 
framework using the internationally recognized standard developed by the 
Information Systems Audit and Control Association (ISACA).  Known as CobiT 
(Control Objectives for Information Technology), ISACA has developed a 
guideline for smaller organizations such as PHAC called CobiT Quickstart that will 
be used in this assessment. 
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26. In terms of financial controls, the AC notes that PHAC is not in a position, at this 
time, to produce auditable financial statements in accordance with generally 
accepted accounting principles for the public sector.  Nor is it in a position to have 
such financial statements audited by an external auditor in an efficient and effective 
manner.  Significant improvements to the control framework are required to 
achieve these goals. 

 
27. The AC is of the view that the ability to produce reliable financial statements is an 

essential component of PHAC’s accountability regime.  Accordingly, the AC has 
requested the CFO to work with the CAE to work toward this objective and to 
report quarterly to the AC on progress being made. 

 
Activities Related to the Internal Audit Function 
 
Internal Audit Charter 
 
28. The AC reviewed and approved the charter proposed for PHAC’s ASD.  The AC 

understands that this charter complies with the requirements of the Treasury Board 
Secretariat. 

 
Adequacy of Resources Available to the Internal Audit Function 
 
29. The AC reviewed the resources available to the internal audit function.  On a 

preliminary basis, the AC believes that the budget and person years allocated to the 
internal audit function are appropriate.  

 
30. However, the AC is concerned that the difficulties encountered by the internal audit 

group in recruiting appropriately qualified staff to fill its authorized staff 
complement are compromising the ability of the internal audit group to deliver on 
its mandate. 

 
31. The AC appreciates the actions of the CAE in hiring external consulting resources 

to compensate for the difficulties in recruiting full time auditors.  However, the AC 
does not view this as a sustainable solution over the long term.   

 
32. Accordingly, the AC will be revisiting this issue during the 2009/10 budgeting 

cycle, providing its advice to the CPHO. An update on any concerns will be 
included in the AC’s next annual report. 

 
Risk Assessment and Internal Audit Plan prepared by CAE 
 
33. The AC reviewed the risk assessment and internal audit plan prepared by the CAE.  

In general terms the AC agreed with the assessment and approved the internal audit 
plan. 
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34. However, the AC is of the view that the work of ASD needs to effectively balance 
the need for assurance with respect to basic controls (i.e. the “plumbing” necessary 
for the effective operations of any organization: internal controls, compliance with 
authority, privacy and access to information, human resource management, etc.) 
with the need to assess the effectiveness of program operations. 

 
35. With this in mind, the AC requested that future risk-based audit plans direct a 

minimum of 50% of its resources to the audit of Agency program activities by 
2012.   

 
Review of the Performance of the Internal Audit Function 
 
36. The AC plans to conduct its first review of the performance of the internal audit 

function toward the end of the 2008/09 fiscal year. 
 
37. However, the independent members of the AC would like to record their initial 

favourable impression of the internal audit team.  It appears to the independent 
members that the CAE and his team are strongly committed to adding value to the 
operations of PHAC and to assisting PHAC to meet its strategic objectives. 

 
Appointment of CAE 
 
38. There was no need to provide advice on the appointment of the CAE as the existing 

CAE remained in place throughout the period. 
 
Performance Appraisal of the CAE 
 
39. The AC plans to conduct its first formal review of the performance of the CAE 

toward the end of the 2008/09 fiscal year. We will advise the CPHO of our 
conclusions in due course.  However, for privacy reasons, the advice provided will 
not be reflected in the AC’s annual reports. 

 
Internal Audit Reports and Management Action Plans 
 
40. Internal audit reports are the most important deliverable of the ASD.  The AC 

expects these reports to be objective, relevant and useful to PHAC management 
both in improving the operations of the area subject to audit and to achieving 
PHAC’s strategic objectives. 

 
41. Where management agrees with recommendations for improvement made by the 

ASD, the AC is committed to following up on management’s remedial actions 
plans.  The AC will advise the CPHO as to its view of the appropriateness and 
adequacy of management’s response to ASD recommendations.  The AC believes 
that its role in following up on ASD recommendations will have a salutary effect on 
the timely implementation of key recommendations. 
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42. Where management does not agree with a recommendation of the ASD, the AC 

will provide the CPHO with its views as to the most appropriate way to resolve the 
dispute.  

 
43. During the six months of our appointment, the following ASD reports were 

reviewed: 
 

• Compliance audit of Proactive Disclosure of Position Reclassifications 
• Compliance audit of Contracts under $10,000 
• Performance audit of Procurement and Contracting 
• Compliance audit of Proactive Disclosure of Grants and Contributions 
• Compliance audit of Proactive Disclosure of Travel and Hospitality Expenses 
 

44. The AC endorsed each report, including management’s action plan and advised the 
CPHO to accept it. 

 
Non-Audit Activities of Internal Audit Team 
 
45. The ASD is responsible for a number of ancillary functions in addition to the 

conduct of internal audits.  Examples include: 
 

• Assisting the Office of the Auditor General and the Office of the Comptroller 
General together with other central agencies and agents of Parliament with any 
work they carry out at PHAC; 

• Assisting management with inclusion of appropriate audit clauses in contracts for 
grants and contributions and with the resolution of contentious audit findings that 
management has identified in any audits of recipients of grants and contributions; 

• Acting as the senior officer responsible for PHAC’s implementation of the Public 
Servants Disclosure Protection Act; and 

• Coordinating PHAC’s response to petitions (environmental queries) received 
under section 22 of the Auditor General Act, and the ministerial responses to 
those petitions. 

 
46. The AC accepts the appropriateness of the ASD carrying out these roles.  However, 

we have asked the CAE to keep us apprised of proportion of time spent on these 
activities in relation the conduct of internal audits.  If the AC becomes concerned 
that these non-audit activities are impairing the ability of ASD to deliver on its 
primary vision and mission, the AC will advise the CPHO accordingly and assist in 
identifying an appropriate resolution. 

 
 
 
 
 

http://laws.justice.gc.ca/en/A-17/
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Office of the Auditor General (OAG) 
 
Assessment of Management’s Arrangements to Support the Work of the OAG  
 
47. The AC met with representatives of the OAG and asked them if they were receiving 

appropriate cooperation from management.  The OAG representatives responded in 
the affirmative. 

 
Description of Audit Work Undertaken by the OAG 
 
48. The OAG conducted an audit of “Surveillance of Infectious Diseases” at PHAC.  

This audit was the second follow-up on the original audit conducted in 1999.  Both 
the original audit and the first follow up (2002) were conducted when the 
surveillance of infectious diseases was the responsibility of the Ministry of Health.  
The current follow up resulted in a report to the House of Commons tabled in May 
2008. 

 
49. The OAG provided controlled draft copies of the report to the AC.  The AC 

reviewed the report together with management’s proposed response to the contents 
and recommendations.  The AC provided its advice to the CPHO with respect to 
steps PHAC should take to assist the OAG to finalize the report. 

 
50. The OAG noted that fundamental weaknesses in the surveillance of infectious 

diseases identified in 1999 and 2002 were still unaddressed.  The OAG 
acknowledged that the need to establish PHAC and it make operational has required 
a significant commitment of resources.  The OAG also recognized that the need to 
obtain cooperation from provincial and territorial jurisdictions limited the freedom 
to act on the part of PHAC.  Nonetheless, the summary conclusion of the follow-up 
audit was:  

 
“However, while important steps have been taken to respond to our past 
recommendations, the Agency has not made satisfactory progress on those related 
to strategic direction, data quality, results measurement, and information 
sharing.” 
 

51. Both management at PHAC and the AC share the Auditor General’s concern.  
Accordingly, management is developing an action plan to respond to the 
recommendations made by the OAG.  The AC has requested that we be provided 
with regular updates on management’s progress in implementing the 
recommendations.  The AC’s goal is to assist PHAC to advance the issues 
sufficiently that the OAG will find that satisfactory progress has been made when 
the third follow-up audit is conducted. 
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Meetings with the OAG 
 
52. The AC met with representatives of the OAG in November, 2007 to seek their 

comments and advice on matters of PHAC risk, control and governance.  The 
representatives provided useful input to the AC which will help us with our future 
deliberations. 

 
Central Agencies and Agents of Parliament (other than OAG) 
 
Assessment of Management’s Arrangements to Support the Audit-related Work of 
Central Agencies and Other Agents of Parliament 
 
53. The AC met with representatives of the Office of the Comptroller General (OCG) 

and asked them if they were receiving appropriate cooperation from management 
and ASD.  The OCG representatives responded in the affirmative. 

 
54. The AC wishes to maintain an ongoing dialogue with the OCG with respect to the 

conduct of its audits.  The AC agrees with the need for PHAC to support the audit 
related work of OCG.  However, the AC wishes to maintain a watching brief on the 
extent to which this work may impinge on ASD’s ability to deliver on its core 
strategic objectives.  In this way, the AC can engage representatives of the OCG in 
a timely manner should concerns arise and seek mutually acceptable solutions.  The 
AC will also be a position to provide meaningful advice to the CPHO on any 
matters that arise. 

 
Description of Audit-related Work Undertaken by Central Agencies and Other 
Agents of Parliament  
 
55. For 2008-09, ASD proposed to perform all the suggested horizontal audits proposed 

by the OCG. The AC suggested that the ASD should consider whether this proposal 
might result in it allocating fewer of its resources to the program activities of the 
Agency than is desirable.  

 
56. The Public Services Commission (PSC) performed an audit on the Movement of 

Public Servants between the Federal Public Service and Ministers’ Offices. PHAC 
was included in this PSC audit.  

 
Meetings with Representatives of Central Agencies 
 
57. The AC met with representatives of the Treasury Board Secretariat in November 

2007 to seek their views on audit-related issues and priorities of Treasury Board.  
The representatives provided useful input and clarification that will assist the AC in 
its future deliberations. 
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Review of the Impact of Government Wide Initiatives to Improve Management 
practices on PHAC 
 
58. The AC is currently focusing its attention on 4 government wide initiatives to 

improve management practices.  These are the steps being taken to improve risk 
management, financial reporting, internal controls and to increase the awareness of 
the need for appropriate values and ethics. 

 
59. The AC’s initial impression is that management of PHAC is fully committed to 

these initiatives.  However, in common with most federal agencies, PHAC is 
constrained in the resources it can dedicate to these initiatives.  Accordingly, it will 
be some time before all these initiatives have been satisfactorily implemented. 

 
60. The stance of the AC might be described “impatience, tempered with an 

acknowledgement of the myriad challenges facing PHAC and the resultant 
limitations in the speed of progress management can realistically be expected to 
make”.  In other words, the AC will advise the CPHO periodically on whether these 
4 initiatives continue to make satisfactory progress. 

 
Follow up on Management Action Plans 
 
Audit Services Division Reports 
 
61. In future reports, this section will be used to describe the follow up activities 

carried out by the AC on ASD reports.  In 2007/08, the AC endorsed ASD’s 
planned approach to follow up. Paragraph 42 describes the AC’s approach to this 
follow up. 

 
OAG Reports 
 
62. In future reports, this section will be used to describe the follow up activities 

carried out by the AC on OAG reports.  Paragraph 53 describes the AC’s approach 
to this follow up. 

 
Financial Statements 
 
Quarterly Financial Statements 
 
63. PHAC does not presently issue quarterly financial statements prepared in 

accordance with generally accepted accounting principles (GAAP).  In the AC’s 
view, such financial statements are an essential component of effective financial 
management and accountability. 

 
64. However, the preparation of quarterly financial statements will have to follow the 

preparation of annual financial statements discussed in the next section. 
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Annual Financial Statements 
 
65. PHAC does not presently have the ability to issue annual financial statements 

prepared in accordance with GAAP.  Further, its systems of control are not yet 
sufficiently robust that an external audit of the annual financial statements could be 
conducted efficiently and effectively. 

 
66. The AC views this situation as unsatisfactory as it precludes PHAC from being 

fully accountable to the House of Commons and the citizens of Canada.  The AC 
understands that PHAC is a new agency and that it has inherited systems of 
accounting and control that were not designed to provide for appropriate financial 
reporting. 

 
67. The AC has advised the CPHO (and the CPHO has agreed) that the CFO should 

develop an action plan with milestones to move PHAC forward on its financial 
reporting obligations in a timely way.  The AC has requested that we be provided 
with regular progress reports toward audited financial statements for the Agency. 

 
68. The AC intends provide an update on progress being made in its future annual 

reports. 
 
Public Accounts Reporting 
 
 
69. HC and PHAC have been selected by the OAG for the audit of the 2007-08 Public 

Accounts (PA).  HC and PHAC are considered “large entities” for the purpose of 
the OAG’s annual Public Accounts audit and are, therefore, selected annually for 
testing of certain accounts and balances.  As this audit work is planned for June-
July 2008, the OAG’s findings and recommendations and other matters arising 
from the 2007-08 Public Accounts audit work performed at PHAC will be reflected 
in the AC’s next annual report. 

 
Risk and Accountability Reporting 
 
Corporate Risk Profile 
 
70. During 2007, PHAC redefined its first Corporate Risk Profile, established risk 

communication guidance and engaged senior management in corporate risk 
discussions.  For example, PHAC's Risk Management Committee was established 
and serves as a forum for management deliberations on risk management issues.  
This Committee reports to PHAC's Executive Committee, which reviews and 
discusses issues that arise.  The Audit Committee was not appointed in time to play 
a role in the development of the revised corporate risk profile. However, it plans to 
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provide its advice with respect to future amendments to PHAC’s risk profile and to 
use its understanding of PHAC’s risks to inform its advice to the CPHO. 

 
Report on Plans and Priorities 
 
71. The AC reviewed the Report on Plans and Priorities (RPP) for 2008/09 during its 

December 2007 conference call.  Since the RPP was already in the final stages of 
production the AC provided advice to the CPHO with respect to the next RPP.  The 
advice was primarily to make the next report more concise and readable so that 
members of Parliament can more easily appreciate the salient factors and 
challenges that PHAC faces. 

 
72. The RPP should focus more on relating specific outputs and, where possible, 

outcomes that result from PHAC activities as identified in their Program Activity 
Architecture (PAA). 

 
PHAC Performance Report 
 
73. The AC has not yet reviewed a PHAC Performance Report.  The results of its 

review of the 2007-08 Report on Performance will be included in the AC’s next 
annual report. 

 
 
The Members of the Audit Committee are: 
 
Dr. David Butler-Jones 
Chair of the Audit Committee 
 
Kenneth Fyke, C.M., B.S.P., M.H.S.A., LL.B (Hon.) 
Vice-Chair of the Audit Committee 
 
Dr. Andy Macdonald, MBA, BE 
 
John (Jon) W. Singleton, FCA CISA B.Sc. (Hons.) 


